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Norway and Convertibility ~ 


The Governor of the Bank of Norway, Mr. Erik 
Brofoss, in a speech on September 6, 1954 dealing with 
the problems connected with convertibility, stressed es- 
pecially the Norwegian situation. The main points of 
the speech were as follows: 

The chief question is whether the OEEC countries and 
their associated areas have, or are likely to achieve, a 
balance in their payments with the dollar area that will 
enable them to reap the benefits of an expanded market 
without paying the price of relinquishing the generally 
accepted objectives of economic policy—full employment, 
increasing production, and a continued rapid expansion 
of productive capacity. 

This balance has to be achieved on the basis of com- 
mercial transactions. The increase in the OEEC countries’ 
dollar reserves during the last two years is due to U.S. 
economic aid, infrastructure payments, offshore pur- 
chases, and expenditures of U.S. forces in Europe. Today 
there is no “commercial balance.” 

The prospects for improvement in the balance with the 
dollar area depend upon U.S. policy. A requirement for 
making the European currencies convertible should be 
that the United States modify its trade policy. The suc- 
cess of a convertibility move would also depend upon 
the maintenance of a high level of activity in the United 
States. 

The possibilities of solving Europe’s dollar problem by 
earning dollars in third countries have been exaggerated. 


The present foreign exchange reserves of the OEEC 
countries—which are not any larger than in 1938—are 
inadequate. Therefore it is important to know how tem- 
porary disequilibria may be met; the major sources for 
such financing would be a European fund and the Inter- 
national Monetary Fund. An easing of the present regu- 
lations for drawing on the IMF would solve the short-run 
payments problems. 

The quotas of the Scandinavian countries in the IMF 
are much smaller than their quotas in the EPU, while the 
U.K. quota is the same in each institution. “It is very 
unlikely that a request for a revision of the [Norwegian] 
quota [in the IMF] would be granted. But it is reasonable 
to assume that the management of the Fund would take 
into account the disproportion of the quota by permitting 
heavier drawings on the existing quota.” 

The improvement in the payments relation with the 
dollar area has beer. so substantial that it would be justi- 





fiable to undertake a gradual abolition of discrimination 
against dollar goods. 

Any international agreements that are made should 
contain escape clauses permitting a country to reintroduce 
discriminatory measures in the event of a deterioration 
in its payments position. 

Payments relations with countries which do not make 
their currencies convertible require that bilateral agree- 
ments with these countries be maintained. 

In view of the probable repercussions on wages, it is 
very unlikely that widely fluctuating exchange rates will 
be introduced. 

It may be in the Norwegian interest for the sterling- 
dollar rate to be kept fixed, but perhaps within margins 
larger than the 1 per cent limit set in the IMF Articles of 
Agreement. 

The question of whether the Norwegian krone will be 
made convertible cannot be answered at the moment; the 
Prime Minister stated in Parliament on June 9, 1954 that 
no definite answer could be given in regard to a future 
situation. 

Some of the questions which would have to be con- 
sidered in connection with possible convertibility of the 
Norwegian krone are as follows: (1) Would Norway, in 
order to maintain import restrictions, be prepared to 
withdraw from OEEC, GATT, and IMF? The answer. is 
that it is unlikely that it would be of benefit to any Nor- 
wegian export interests to remain outside the convertible 
group. (2) Would there be any financial advantage in 
being outside the convertibility move? The answer is 
probably no. (3) If the krone is made convertible, total 
imports would be likely to increase somewhat if liberal- 
ization were extended in relation to other OEEC countries. 
A gradual reduction of discrimination against dollar 
goods will not create any greater difficulties for Norway 
than for other countries. At present, there is a policy of 
liberal licensing of dollar goods. The reduction of dis- 
crimination would be more likely to result in a shift of 
imports than in an increase in total imports. (4) Con- 
vertibility would mean increased competition for some 
Norwegian exports, especially manufactured goods, but 
exports of these goods are relatively less important for 
Norway than for other countries. Most Norwegian ex- 
ports, e.g., shipping services, forest products, metals, etc., 
already compete with dollar exports. (5) Convertibility 
would lead to a sharp distinction between foreign short- 
term credit and long-term credit. It will continue to be 
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sound policy to try to accelerate the development of 
Norway’s natural resources by imports of capital, just as 
it was in the past in the United States, Canada, and 
Australia. In the future, it will be necessary to analyze 
the causes of any estimated payments deficit, and not to 


Europe 


U.K. External Trade in August 

Total U.K. exports in August, at £214 million (includ- 
ing re-exports of £8.4 million), were £42 million lower 
than in July. August was a short month of 25 working 
days, but the daily rate of exports also declined to 
£8.7 million, from £9.5 million in July. Compared with 
August 1953, however, total exports were £7 million, or 
31% per cent, higher, and for July and August together 
they were 5 per cent higher than in the corresponding 
months last year. Imports fell in August by £23 million, 
to £266.7 million, but the daily rate of £10.7 million was 
unchanged from July. The adverse trade balance in Aug- 
ust, at £52.7 million, was substantially above the £33.5 
million recorded in July, but below the June figure of 
£64.5 million. The average balance in July-August was 
£43.2 million and compares favorably with the £44.1 mil- 
lion recorded in the same period last year and the average 
of £45.8 million in the first half of 1954. 

Exports to the dollar area fell from £24.1 million in 
July to £19.6 million in August, the lowest level since 
February 1952. The July-August average is 11 per cent 
lower than the average for the second quarter of 1954 
and 20 per cent lower than for July-August 1953. Exports 
to the United States in August, at £10 million, were the 
lowest since December 1951; exports to Canada, at 
£9.6 million, the lowest point since June 1952. Thus the 
trend evident earlier this year has continued in recent 
months so that for the first eight months of 1954 exports 
to the United States were £11.6 million lower, and exports 
to Canada £18.9 million lower, than last year. 

Source: The Financial Times, London, England, Septem- 
ber 11, 1954. 


Danish Balance of Payments 


Preliminary figures for the Danish balance of payments 
on goods and services for the first half of 1954 show a 
deficit of about DKr 225 million ($32.5 million), com- 
pared with a surplus of DKr 23 million ($3.3 million) 
in the corresponding period in 1953. 

This year the Government has reduced its external 
debt by DKr 77 million, in contrast to DKr 171 million 
last year. The private banks have improved their net 
foreign position by DKr 33 million, compared with only 
DKr 4 million last year. The external position of the 
National Bank, which had remained about unchanged in 
the first half of 1953, showed a DKr 303 million reduc- 
tion this year. 
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run structural deficits (i.e., deficits caused by long-term 
investments) larger than those for which financing has 
been made available in advance. 


Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, September 7, 1954. 


The balance of payments on goods and services by 
areas, which is now available for only the first quarter 
of 1954, showed a deficit with the Continental OEEC 
countries and a surplus with the sterling area. The total 
EPU deficit rose to DKr 140 million, from DKr 26 mil- 
lion in the first quarter of 1953. With the United States 
and Canada there was a surplus of DKr 29 million, in 
contrast to a deficit of DKr 17 million last year. A sur. 
plus of DKr 84 million with “other countries” was due 
chiefly to a substantial increase in exports to the U.S.S.R. 
Source: Statistiske Departement, Statistiske. Efterretnin- 

ger, Copenhagen, Denmark, September 4, 1954. 


Swedish Exports of Newsprint fo United States 

The only Swedish paper mill, Holmens Bruk, which 
continued large-scale exports of newsprint to the United 
States after the war, has decided to cease such exports. 
The resulting loss of dollar revenue for Sweden will be 
about SKr 7.5 million ($1.45 million) per year, and 
Swedish shipping to the United States also will be af- 
fected. The reasons for the decision are the steadily 
decreasing profitability of exports to the United States 
and the increasing Swedish paper consumption, which 
necessitates cutting down the least remunerative exports. 

After the war Holmens Bruk, in contrast to the other 
Swedish newsprint exporters, tried consistently to defend 
its old position in the U.S. market, and from the start it 
followed a price policy agreeable to U.S. customers. 
Exports amounted at one time to about 30,000 tons an- 
nually, but then decreased to about 20,000 tons, and 
lately they have been only about 12,000 tons annually. 
The last deliveries will be made this year. 
Source: Svenska Dagbladet, Stockholm, Sweden, Septem- 

ber 3, 1954. 


Swedish Trade with U.S.5.R. 


An agreement between Sweden and the U.S.S.R. pro- 
vides for a substantial increase in Swedish imports from 
the U.S.S.R. during the current year, and also for an 
expansion of U.S.S.R. orders in Sweden for goods to be 
delivered during 1955 and 1956. Sweden will increase 
her oil imports from 300,000 tons to 900,000 tons and 
will also import some bran and nickel. The quota for 
cotton will be raised by 1,100 tons. The U.S.S.R. will 
place orders for new trawlers and refrigerated ships, 
valued at SKr 45 million ($9 million), and for electrical 
equipment and equipment for the food industry, valued 
at SKr 10 million ($2 million). 

Source: Svenska Dagbladet, Stockholm, Sweden, Septem- 
ber 6, 1954. 


INTERN. 


—_———— 


Postdev. 


Shor 
April | 
exchan 
sharp i 
adjustn 
These 
a limite 
ranging 
include 
US. de 
their b 
exports 
value o 

Subs 
abolish 
warran 
change 
by Ma 
to a re 
thus p! 
25 dra 
dollar) 
prices 
Gover 
cotton 
and th 
tons 0! 
on exp 
lar, wi 
export 
still in 
produc 
from | 
effecti 
It is | 
of cott 
in the 
possib 
Source 


come 
item it 
by DI 
DM 9 
DM 7 
to the 
costs 
be re 
chang 

It i 





, 1954 
g-term 
ig has 


, Nor- 


ces by 
juarter 
OEEC 
e total 
26 mil- 
States 
ion, in 
A sur. 
as due 
5.S.R. 
retnin- 


, 1954. 


which 
United 
xports, 
will be 
ir, and 
be af- 
teadily 
States 
which 
xports. 
e other 
defend 
start it 
tomers. 
ons an- 
is, and 
inually. 


Septem- 


R. pro- 
ts from 
for an 
ls to be 
increase 
ys and 
ota for 
‘R. will 
1 ships, 
lectrical 
valued 


Septem- 


INTERNATIONAL FINANCIAL News Survey, September 17, 1954 


Postdevaluation Exchange Measures in Greece 


Shortly after the devaluation of the drachma on 
April 9, 1953, Greece temporarily introduced certain 
exchange measures intended to prevent a sudden or 
sharp increase in the cost of living and thus smooth the 
adjustment of the economy to the new rate of exchange. 
These measures included import subsidies applied to 
a limited number of essential foodstuffs and raw materials, 
ranging from 7 to 15 drachmas per U.S. dollar; they also 
included taxes, ranging from 1.50 to 9 drachmas per 
U.S. dollar, imposed on exports of cotton and rice and 
their by-products, olive oil, and iron scrap, all of these 
exports accounting for less than 10 per cent of the total 
value of exports (see this News Survey, Vol. VI, p. 127). 


Subsequently, these exchange practices were either 
abolished or changed as general conditions appeared to 
warrant such a step. By the end of July 1953 all ex- 
change subsidies on imports had been discontinued, and 
by May 1954 the exchange taxes on exports were reduced 
to a range of from 1.50 to 5 drachmas per U.S. dollar, 
thus producing effective exchange rates of from 28.50 to 
25 drachmas (the official rate is 30 drachmas per U.S. 
dollar). Recently, as part of its measures to protect the 
prices of farm products and to stimulate their export, the 
Government reduced taxes further. The tax on exported 
cotton was reduced from 4 to 2 drachmas per U.S. dollar, 
and the Government announced that the export of 5,000 
tons of the 1954 cotton crop will be authorized. The tax 
on exported rice, amounting to 5 drachmas per U. S. dol- 
lar, was removed completely, and all controls over the 
export of rice were abolished. The only export taxes 
still in effect are those imposed on cotton and its by- 
products, olive oil, and scrap iron, these taxes ranging 
from 1.50 to 4 drachmas per U.S. dollar and producing 
effective exchange rates of from 28.50 to 26 drachmas. 
It is believed that the changes in the taxes on exports 
of cotton and rice, combined with the substantial increase 
in the output of these two products in 1954, will make 
possible a considerable increase in their exports. 
Source: Oikonomikos Tahidromos, Athens, Greece, Sep- 

tember 2, 1954. 


Effects of Rejection of EDC on West German Finance 


The failure of the European Defense Community to 
come into force this year means that the expenditure 
item in the budget of the Federal Republic will be reduced 
by DM 1.8 billion, the difference between the budgeted 
DM 9 billion for the Defense Community and the actual 
DM 7.2 billion occupation costs which have to be paid 
to the occupying countries. The agreement on occupation 
costs comes to an end on September 30, 1954 and must 
be renewed for the period starting October 1, but no 
change in the expenditure is foreseen. 

It is probable that the amount that had been budgeted 
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for EDC will be used to finance the investments of the 
extraordinary budget. It had been planned to raise 
loans to cover the extraordinary budget, amounting to 
DM 2 billion, in which housebuilding expenditures of 
DM 523 million were given high priority; the two other 
main items of the extraordinary budget are DM 570 mil- 
lion for transport and communications and DM 400 mil- 
lion for economic policy measures. The Federal alloca- 
tion to the social security system, amounting to DM 512 
million, is covered by the issue of obligations. The 
remaining expenditure of the extraordinary budget there- 
fore amounts to roughly DM 1.5 billion. 

Source: Handelsbiatt, Diisseldorf, 

ber 10, 1954. 


Middle East 


Middle East Oil Output 


During the first half of 1954, production of crude oil 
in the Middle East totaled 65 million tons—the highest 
ever recorded for a half year. Output in the first half of 
1953 was 59 million tons. The three largest producers 
were again Saudi Arabia with an output of 23.4 million 
tons, Kuwait with 22.3 million tons, and Iraq with 14.7 
million tons. Output in each of these three countries 
exceeded that in the corresponding period of 1953. 


Sources: The Iraq Times, Baghdad, Iraq, August 6, 1954; 


Al Ahram Economique, Cairo, Egypt, Septem- 
ber 1954. 


Germany, Septem- 


Oil Agreement in Egypt 


An agreement has been concluded between the Egyptian 
Government and the major oil companies operating in 
Egypt, settling all outstanding problems connected with 
the oil industry. The agreement will lead to the im- 
mediate commencement of new operations by the Anglo- 
Egyptian Oilfields Ltd. (A.E.0.) and the Socony-Vacuum 
Oil Company of Egypt (S.V.0.) following five years of 
stagnation during which these companies were unable to 
undertake new developments or increase their activities; 
the main problems involved related to the pricing policy 
to be applied to petroleum products. Any losses from 
the sale of petroleum products at fixed prices will be 
borne by the Government. 

The present agreement also modifies the original 1913 
agreement between the Government and the A.E.O. Under 
the 1913 agreement, the company undertook to sell fuel 
oil and kerosene at certain ceiling prices, but it con- 
tended that these prices applied only to production from 
the leases covered by the 1913 agreement. The Govern- 
ment’s contention was that the price restrictions applied 
to production from all leases. This deadlock has been 
resolved by the new agreement, under which the produc- 
ing companies will accept the 1913 ceilings on 25 per 
cent of the output from their present leases until such 
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time as the fixing of prices on oil products is abolished. 
As a result of the new agreement, the companies con- 
cerned will increase their activities by increasing their 
assets and by putting into effect the exploration pro- 
grams which they have prepared. One well discovered 
several years ago will be brought into production im- 
mediately. According to present estimates, LE 4.5 million 
will be spent during the next three years on projects 
that will be started in the first year following the settle- 
ment. Of this sum, LE 3.0 million will be spent on ex- 
ploration work. Improvements of the A.E.O. Suez Re- 
finery, involving expenditure of about LE 2 million, will 
also be carried out. 
Source: The British Chamber of Commerce of Egypt 
Journal, Cairo, Egypt, July 1954. 


Lebanon’s Foreign Trade 


Lebanon’s imports (including petroleum and monetary 
and nonmonetary gold) increased from LL 173.7 million 
in the first half of 1953 to LL 208.1 million in the first 
half of 1954. Exports showed a smaller increase, from 
LL 40.9 million in the first half of 1953 to LL 43.9 mil- 
lion in the like period of 1954. Thus, the percentage of 
exports to imports dropped from 23.5 in the first half of 
1953 to 21.1 in the first half of 1954, and the trade deficit 
increased from LL 132.8 million to LL 164.2 million. 

In the first half of 1954 Lebanon’s main suppliers, in 
order of importance, were the United States (LL 48 mil- 
lion), Syria (LL 41 million), the United Kingdom (LL 18 
million), France (LL 16 million), and Holland (LL 12 
million), which together provided 65 per cent of total 
imports. In the first half of 1953, these five countries 
supplied 62 per cent of the total: Syria, LL 32 million; 
the United States, LL 31 million; the United Kingdom, 
LL 20 million; France, LL 15 million; and Holland, LL 10 
million. The five main customers in the first half of 
1954, taking 51 per cent of total exports, were Syria 
(LL 8.3 million), Saudi Arabia (LL 4.7 million), Egypt 
(LL 3.9 million), the United States. (LL 2.9 million), 
and Jordan (LL 2.8 million). In the first half of 1953 
five countries took 53 per cent of total exports: Syria, 
LL 6.9 million; Saudi Arabia, LL 5.9 million; the 
United States, LL 3.4 million; Holland, LL 2.8 million; 
and Jordan, LL 2.5 million. 

Transit trade during the first half of 1954 was 7 per 
cent less than a year earlier. Incoming and outgoing 
transit trade this year was LL 502.4 million in each di- 
rection, compared with LL 539.7 million in the first half 
of 1953. 

Source: Le Commerce du Levant, Beirut, Lebanon, Au- 


gust 28, 1954. 


Turkey's Economic Policy 


The Turkish Government has adopted certain measures 
to redress the disequilibrium in the balance of payments, 
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curb spending on luxuries, and halt the rise in prices, 
A few months ago the Government took measures to 
restrict imports to products important for the country’s 
development, and all banks were obliged to deposit in 
the Central Bank within five months all sums received 
from importers in payment for goods. The percentage 
of the import value to be deposited when applying for 
an import license has recently been raised from 4 per 
cent to 10 per cent. Turkish nationals who wish to travel 
abroad are required to procure a foreign exchange permit 
or to produce a document showing that the cost of their 
travel will be borne by relatives or business connections 
abroad. Agreements have been made with Western 
Germany and Sweden to work off, by the export of 
Turkish products, the debts which have accumulated 
during the last three years. Similar agreements with the 
United Kingdom and Italy are under consideration. Two- 
to seven-year credits have been received from Western 
Germany and France for the execution of public works 
and the expansion of industrial equipment. 

A recent decree classified the business community into 
three categories—manufacturers (and importers), whole. 
salers, and retailers—and it fixed maximum permitted 
profit margins on the purchase cost of various categories 
of goods; also, an organization has been set up to con- 
trol prices. The Government is reported in the Turkish 
press to be considering measures for the curtailment of 
agricultural credit, and for the taxation of the more 
wealthy farmers. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Au- 
gust 13, 1954. 


Far East 
Protective Tariffs in India 


The Government of India has accepted the recommen- 
dations of the Tariff Commission in regard to the con- 
tinuance of protection to certain domestic industries until 
December 31, 1956. Accordingly, the rate of duty on 
imports of antimony and crude antimony will remain at 
3114 per cent and 21] per cent ad valorem, respectively; 
the rate on imports of cocoa powder will remain at 3114 
per cent, including surcharge, while that on covering 
chocolate is to be raised with immediate effect to 50 per 
cent; the rate on imports of cotton and hair belting will 
remain at 104% per cent; and the rate on bicycles of 
British manufacture will be reduced to 45 per cent, 
exclusive of surcharge, or to 4744 per cent with sur- 
charge. However, since the Government considers that 
this reduced duty may not give adequate protection, an 
alternative specific duty of Rs 60 (US$12.60) per bicycle 
will be levied. Bicycles of non-British manufacture will 
be subject to an import duty of 10 per cent in excess 
of duty payable on those of British manufacture. 
Source: Embassy of India, Jndiagram, Washington, D. C., 

September 10, 1954. 
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Reduction in Indian Export Duty on Groundnut Oil 


The Government of India has announced a reduction, 
from Rs 350 (US$73.50) to Rs 225 (US$47.25) per ton, 
in the export duty on groundnut oil. The reduction is 
effective immediately. 

Source: The Times of India, Bombay, India, Septem- 
ber 6, 1954. 


Australian Aid for Ceylon 


Under the Colombo Plan, the Australian Government 
has donated Rs 22 million (US$4.6 million) to the Ceylon 
Government for opening up and developing land and 
settling landless peasants. Part of the gift will be in 
flour worth Rs 11 million, and the balance will be for 
equipment and staff. About 30,000 acres of land will 
be opened up and over 5,000 families settled under the 
schemes, which will be spread over five years. (See also 
this News Survey, Vol. VI, p. 348.) 

Ceylon News, Colombo, Ceylon, August 19, 
1954. 


Source: 


Thailand's Rice Exports 


It is estimated that Thailand’s exportable surplus of 
rice in 1954 will be two million tons, but that its exports 
during the year will amount, at most, to one million tons. 
During the period January 1-September 1, 1954, only 
688,875 tons of rice were exported. Existing contracts 
covering the months September 1-December 1 provide 
for exports of between 223,000 and 347,000 tons. Under 
the current contract with British Territories, the maxi- 
mum export is 400,000 tons and the minimum is 276,000 
tons. Of the authorized exports of 688,875 tons prior to 
September 1, about 60 per cent were on government- 
to-government 
contracts. 


contracts and 40 per cent on private 
Source: The Nippon Times, Tokyo, Japan, September 6, 
1954. 


(onstruction of Landing Craft in Taiwan 


The Yangtze Wood Products Company in Taiwan, a 
private construction firm specializing in the manufacture 
of prefabricated houses and plywood, was awarded a 
U.S. offshore procurement contract in May to construct 
the hulls for 100 landing craft. It was one of the offshore 
procurement contracts totaling US$14 million awarded 
to Chinese industrial plants in the first six months of 
1954. Hulls of 10 landing boats of the LCUP type, when 
completed, would be fitted with engines, parts, and arma- 
ments shipped to Taiwan from the United States. When 
fully fitted, the landing ships would be turned over to the 
Chinese navy for commissioning and service. 

Source: Chinese News Service, Press Release, New York, 


N. Y., September 7, 1954. 


Japan-Sterling Area Trade Balance 


In the first six months of 1954, Japanese exports to 
the sterling area exceeded imports by £1.8 million, 
whereas a trade surplus of £18 million was visualized for 
the entire calendar year 1954, under the Anglo-Japanese 
Sterling Payments Agreement. The monthly rate of ex- 
ports in the first six months was about 69 per cent of the 
target set under the Agreement, and that of imports was 
73 per cent. 

Source: The Financial Times, London, England, Au- 
gust 31, 1954. 


Indonesian National Income 


The national income of Indonesia in 1952 has been 
estimated by Dr. S. D. Neumark, National Income Ad- 
viser to the National Planning Bureau, as Rp 81,204 
million. With population estimated at 78.6 million, this 
figure is equivalent to Rp 1,033, or $91 (at the current 
rate of exchange of Rp 11.4 = US$1) per capita. The 
1951 figures are Rp 70,015.4 million for the national in- 
come, 77.4 million for the population, and Rp 905 and 
$80 for the per capita income. The estimated increase in 
1952 was due chiefly to the general rise in prices, par- 
ticularly of locally grown food. In 1952, 56 per cent 
of the national income originated in farming, fishing, 
and forestry; trade, including banking and insurance, 
accounted for 13 per cent; and industry, including small- 
scale and cottage industries, for 8 per cent. 

These estimates indicate a decline in real income per 
capita since 1938, though the 1938 estimate is not strictly 
comparable with the most recent calculations. Income 
per capita at 1938 prices is estimated at Rp 39 in 1938, 
Rp 33.5 in 1951, and Rp 34.4 in 1952. 

Some of the estimates included in the total were neces- 
sarily based on more or less well-informed guesswork. 
The margin of error in the final result is put at not more 
than 10 to 15 per cent. 

Of the total available means in 1952, 79.7 per cent 
was consumed by households, 17.3 per cent was absorbed 
by Government, and 3 per cent was privately invested. 
Source: Ekonomi dan Keuangan Indonesia, Djakarta, 

Indonesia, June 1954. 


United States and Canada 


U.S. Investment Abroad 


Some stimulus to private U.S. investment in other 
countries might be given by different U.S. government 
policies, particularly as regards taxation, U.S. trade bar- 
riers, protective negotiation, and foreign aid. This rep- 
resents a consensus of 366 large U.S. corporations which 
account for about two thirds of total direct foreign im 
vestment and 10 per cent of all U.S. corporate assets. 
These business views on the U.S. Government’s influence 
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on private investment abroad were obtained as part of 
an investigation conducted by the Department of Com- 
merce, as directed by the Mutual Security Act of 1952. 
Previous publications by the Department of Commerce 
have summarized other factors affecting private invest- 
ment abroad, showing that businessmen consider that 
the U.S. Government can have only a minor role in 
making foreign investment more attractive (see this 
News Survey, Vol. VI, p. 47). 

The more important factor was considered (as in the 
case of domestic investment) to be the possibility of earn- 
ing a profit. It was emphasized that each foreign invest- 
ment is an individual case involving either the sale of a 
product in a foreign market or the purchase of foreign 
products and services. The ability to conduct such opera- 
tions on a profitable basis depends primarily on the state 
of economic development in the foreign country, its politi- 
cal conditions, and the attitude of its people. To a limited 
extent, the U.S. Government might, however, influence 
private investment favorably if it (1) further reduced 
U.S. taxes on income from foreign investment, (2) re- 
duced U.S. barriers to the importation of foreign goods, 
(3) gave more support to U.S. investors abroad, (4) im- 
proved the quality of commercial information, (5) pro- 
moted free convertibility of currencies, and (6) modified 
its foreign aid program. It was concluded that U.S. tax 
policy cannot positively encourage any company to under- 
take foreign investment, but that a reduction in taxes 
would add one more favorable factor to the balance of 
favorable versus unfavorable factors when an investor 
is considering a specific proposition. Investment in 
foreign production for sale in U.S. markets is impeded 
by the continual threat of increased tariff rates as well 
as by present rates. U.S. tariff policy also interferes 
with investment by stimulating retaliation abroad and 
contributing to unfavorable public attitudes toward U.S. 
investors. In regard to protective negotiations, it was 
felt that the U.S. Government does not make as much 
effort as Governments of other investing countries to 
obtain adherence to contractual obligations, protection 
against discrimination, and unfair expropriation. About 
one half of the companies commenting on U.S. foreign 
aid programs said that these programs encouraged U.S. 
private investment by strengthening the economic and 
political situation abroad. The rest of the companies 
felt that U.S. foreign aid has impeded private investment 
either by enabling a foreign country to get along without 
taking steps to attract needed private capital, or by subsi- 
dizing foreign competition. 

Source: Department of Commerce, Factors Limiting U.S. 
Investment Abroad, Part 2 (Business Views on 
the U.S. Government’s Role), Washington, D. C., 
June 1954. 
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U.S. Duty on Glassware Imports 


In his sixth tariff decision since taking office, President 
Eisenhower rejected a recommendation by the Tariff 
Commission that would have increased the import duty 
rate on some hand-blown glassware items to 90 per cent 
ad valorem. The President stated that difficulties of the 
industry were caused mainly by the competition of 
machine-made glassware, and partly by a shrinking con. 
sumer market; and that additional tariff protection would 
cloud the issues presented by the industry’s long-run 
needs. No change in duty could protect domestic pro- 
ducers from the necessity of meeting changes in industrial 
techniques and consumer preferences by diversifying 
their products. 


Source: The Journal of Commerce, New York, N. Y., 
September 10, 1954. 


U.S. Cotton Crop Forecast 


The latest estimate by the U.S. Department of Agricul. 
ture of the 1954 cotton crop is 11,832,000 bales, a 7 per 
cent reduction from the forecast of a month ago (see 
this News Survey, Vol. VII, p. 56). This sharp reap- 
praisal resulted from extremely high temperatures and 
drought in cotton-growing areas during August. If the 
new forecast is realized, this year’s cotton crop, which 
is subject to rigid acreage controls, would be 28 per cent 
smaller than the 1953 crop and 5 per cent below the 
1943-52 average. Domestic use and exports of cotton 
are expected to total 13.8 million bales in the marketing 
year which began on August 1; this would necessitate 
drawing down stocks by 2 million bales. Present stocks 
of almost 10 million bales are so abnormally high, how- 
ever, that controls on output are expected to be applied 
again next year. 


Source: The Wall Street Journal, New York, N. Y., 
September 9, 1954. 


Expenditures on U.S. Plant and Equipment 


U.S. businessmen plan to spend $26.7 billion for new 
plant and equipment in 1954, a 6 per cent decline from 
last year, according to a joint survey made by the De- 
partment of Commerce and the Securities and Exchange 
Commission during August. Smaller outlays are in pros- 
pect for all industries except paper, petroleum, and trans- 
portation (including motor vehicles), with the largest 
decline (35 per cent) indicated for the railroads. Durable 
goods producers as a whole expect to reduce outlays by 
11 per cent, and nondurable goods producers by 5 per 
cent. 

Outlays for plant and equipment have been falling since 
the peak annual rate of $28.9 billion reached in the third 
quarter of 1953. If present plans are realized, these 
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outlays in the last quarter of this year would be $1 billion 
below the comparable period a year ago. 
Source: The Journal of Commerce, New York, N. Y., 


September 10, 1954. 


(anadian Wheat Prospects 


Because of damage by rust and bad harvesting weather, 
the Canadian wheat crop in 1954 may fall to less than 400 
million bushels, against 614 million bushels in 1953 and a 
423 million bushel average for the 10 years 1944-53. As 
late as August 1, the crop was officially forecast at 513 
million bushels (see this News Survey, Vol. VII, p. 79). 
Despite the decline, Canada will have large supplies avail- 
able during the crop year 1954-55, since 587 million 
bushels were carried over from the 1953-54 harvest. 
Nevertheless this reduction, combined with a strengthen- 
ing of overseas markets, is expected to help stabilize 
wheat prices. British purchases are already increasing 
as a result of bad harvesting weather and a decline in 
stocks, and for the year are expected to be above the 
1953-54 purchases of 82 million bushels. 


Source: The Globe and Mail, Toronto, Canada, Septem- 
ber 8, 1954. 


Latin America 


loan for Public Works in Cuba 


At the end of July, the Cuban Government approved 
a Plan for Socio-Economic Development, which calls 
for a $350 million bond issue, of which $100 million 
would be issued in the near future. Proceeds of the loan 
are to be used for public works of general interest: the 
establishment of productive enterprises, both industrial 
and agricultural, port improvements, waterworks, street 
paving and sewerage systems, roads, low rental homes, 
schools, hospitals, irrigation systems, and improvements 
of docks and lighthouses. 

The Government at the same time approved certain 
laws establishing new taxes. 


Source: Export Trade and Shipper, New York, N. Y., 
August 9, 1954. 


Peru's Exchange and Credit Policy 


During recent months the Government’s exchange pol- 
icy has been the subject of controversy in the Peruvian 
press. El Comercio has maintained that exporters have 
been unduly favored by the sol-dollar rate, which has 
been stable since February, and on June 30 was 19.97 
les for drafts and 19.40 for dollar certificates. The 
gains of exporters, it is argued, have been at the expense 
of higher living costs for the rest of the country. La 
Prensa, on the other hand, holds that a free economy 
has resulted in a higher rate of production and a favor- 
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able economic climate for foreign investment, and at- 
tributes rising prices to the expansion of the money 
supply. 

President Odria in his annual message on July 28 
made it clear that it is his Government’s firm policy 
to maintain the economy free from exchange and trade 
controls. Price and exchange controls, he declared, result 
in steady declines in national production—above all, of 
basic foods. As the producer does not receive the neces- 
sary stimulus, shortages develop of such primary goods 
as wheat, milk, rice, fats and oils, and coal. Thus while 
the foreign producer is subsidized, the domestic producer 
is annihilated. Stimulation of production is the main 
goal of the Government. The Agricultural Development 
Bank and the Plan for the Development of Food Produc- 
tion, which is now being carried out, are instruments 
for the attainment of this goal. 

The President stated that the expansion of commercial 
bank credit had been sharply checked. During fiscal 
1953 commercial bank loans increased by 610 million 
soles. In fiscal 1954 the increase was 259 million soles, 
which raised the total to 3,578 million soles. 


Source: Inca Features, Lima, Peru, July 30, 1954. 


Simplification and Unification of Bolivian Tariff System 


A tariff law promulgated on August 26, 1954 by Bo- 
livia’s Council of Ministers is based on the recommenda- 
tions of a Commission created in May 1953 to study 
existing tariff legislation and to make recommendations 
for the simplification and unification of the tariff system 
which had been in effect since 1927. This Commission 
recently finished its assignment. 

The principal features of the new tariff law include 
the recasting of more than 100 different tariff rates and 
taxes into 7, which are to be computed on an ad valorem 
basis, at the present official rate of exchange of Bs 190 
per U.S. dollar, on the c.i.f. value of imported merchan- 
dise, This official rate is to apply particularly to food- 
stuffs, raw materials for industry, agricultural products, 
and livestock. Surcharges on luxuries, as well as foreign 
articles which compete with those produced domestically, 
will be continued. 

Another important feature of the new customs tariff 
law is the application of uniform tariff rates for imports 
consigned to the northwestern, eastern, and southeastern 
areas of Bolivia, thereby eliminating the proliferation of 
tariff rates which previously applied to various geograph- 
ical sections of the country. 


Source: La Nacion, La Paz, Bolivia, August 27, 1954. 


Export-Import Bank Loan fo Paraguay 


The Export-Import Bank of Washington announced 
on September 8 a credit not to exceed US$7.2 million to 
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assist the Republic of Paraguay in financing the instal- 
lation of a central water system in Asuncion. The Para- 
guayan Government is to complete and bring to date 
engineering studies that have been started, and to formu- 
late detailed plans and specifications for the execution 
of the project. Precise terms and conditions of the credit 
will then be determined. The Bank’s credit will be estab- 
lished not later than December 31, 1955, and will be 
made available to cover the cost of the necessary equip- 
ment, machinery, supplies, and services to be purchased 
in the United States. The expenditures in Paraguayan 
currency, estimated to be the equivalent of about US$2 
million, will be financed by Paraguay. 


Source: Export-Import Bank of Washington, Press Re- 
lease, Washington, D. C., September 8, 1954. 


Uruguayan “Compensaton” Trade 


A “compensation” arrangement involving exports of 
12,000 tons of rice of the 1954 crop and of 20,000 tons 
of linseed oil, and imports of automobiles under a quota 
of $4 million, was established in Uruguay in August. 
Exchange proceeds from exports of rice and linseed oil 
will be negotiated at the preferential rate of 2.35 pesos 
per U.S. dollar, or the equivalent in other currencies. In 
addition, a premium of 5.25 pesos per 100 kilos of rice 
and a premium up to a maximum of 13.50 pesos per 100 
kilos of linseed oil will be paid to the exporters. To 
cover these premiums, an extra charge of 0.90 pesos 
per U.S. dollar, or the equivalent in other currencies, 
over the rate of 2.45 pesos per dollar, or an effective rate 
of 3.35 pesos, was established for the special automobile 
import quota of $4 million. 

Source: Bank of London & South America, Fortnightly 
Review, London, England, August 21, 1954. 


Other Countries 


Inflationary Pressure in New Zealand 


The Annual Report of the Reserve Bank of New Zealand 
states that the danger to be guarded against in New 
Zealand at present is not unemployment, but a continua- 
tion, or even an intensification, of inflationary pressure. 
The evidence of this pressure is to be found in the short- 
age of skilled labor, the strong demand for bank credit, 
and the rise in the consumers’ price index. With New 
Zealand’s exports subject to increasing competition in 
world markets, the need for firm control of inflation is 
greater than ever. This requires the forthright use of 
appropriate policy measures in relation to banking, in- 
terest rates, taxation, savings, borrowing, and capital 
expenditure. 


Source: The New Zealand Herald, Auckland, New Zea- 
land, July 8, 1954. 


Central African Currency and Banking 


The first report of the Central African Currency Board 
states that a central bank for the Central African Federa. 
tion will be established in two or three years’ time. The 
Board does not propose to issue currency notes of its 
own, but will maintain the notes of Southern Rhodesia 
as the circulating medium for the Federation. Federal 
coinage will be introduced in 1956. British coinage, 
which is now legal tender in Northern Rhodesia and 
Nyasaland, will be demonetized in these territories on 
January 1, 1955. 


Source: Cape Times, Cape Town, Union of South Africa, 
August 7, 1954. 


Fiji's Coinage 


U.K. and Australian coins—which were imported into 
Fiji during a period of wartime shortage, when notes 
for ld., 1s., and 2s. were also printed—will cease to be 
legal tender in Fiji as from the end of July. This decision 
has been taken since there are now ample supplies of 
Fijian coins. 

Source: The New Zealand Herald, Auckland, New Zea- 
land, July 13, 1954. 


Unified Caribbean Currency Scheme 


At the annual British Caribbean Currency Conference 
held in Trinidad on June 28, 1954, Jamaica was accepted 
as a participating territory. The British Caribbean Cur- 
rency Board (originally known as the Eastern Caribbean 
Currency Board), composed of representatives of Trini- 
dad and Tobago, British Guiana, Barbados, and the 
Windward and Leeward Islands, was set up in 1950 to 
administer currency affairs for these territories; and 
since 1951 it has issued British West Indies dollar notes 
for use in all of them. The Conference also approved the 
issue of new coins for all the member territories. The 
coinage in use at present consists mostly of U.K. coin. 


Source: Central Office of Information, Commonwealth 


Survey, London, England, August 20, 1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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